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Cyprus, known for its robust legal framework and business-friendly environment, offers various
protections for minority shareholders in companies. The protection of minority shareholders is crucial to
ensure that their interests are not overridden by the majority shareholders, promoting fairness and
equity in corporate governance. This article delves into the key legal provisions and mechanisms in
Cyprus law that safeguard the rights of minority shareholders.

Legal Framework

The primary legislation governing the protection of minority shareholders in Cyprus is the Companies
Law, Cap. 113, which is based on the UK Companies Act of 1948. Additionally, Cyprus is a member of the
European Union, and thus, EU directives and regulations also influence its corporate law landscape.

Key Protections
1. Right to Information

Minority shareholders are entitled to access certain information about the company. Under the
Companies Law, they have the right to receive annual financial statements and other documents that
disclose the financial health and activities of the company. This transparency allows minority
shareholders to make informed decisions and hold the management accountable.

2. Oppression Remedy

Section 202 of the Companies Law provides a remedy for minority shareholders if they believe that the
company's affairs are being conducted in a manner oppressive to them or prejudicial to their interests.
Shareholders can apply to the court for an order to remedy the situation. The court has broad discretion
and can order various forms of relief, including the regulation of the company's affairs or the purchase of
shares from the aggrieved shareholders.

3. Derivative Actions

Minority shareholders have the right to bring derivative actions on behalf of the company if the company
suffers harm due to the actions or omissions of its directors or majority shareholders. This is particularly
important when the majority shareholders control the board and are unlikely to initiate legal action
against themselves. Derivative actions ensure that wrongdoers within the company are held
accountable, even if the minority shareholders cannot influence the board directly.



4. Pre-Emptive Rights

When a company issues new shares, minority shareholders, subject to the provisions of the
Memorandum and Articles of Association of the company, have pre-emptive rights to purchase
additional shares before they are offered to outside parties. This provision, which can be found in the
company's articles of association, helps minority shareholders maintain their proportionate ownership
and voting power, preventing dilution of their interests.

5. Calling General Meetings

Minority shareholders holding at least 10% of the paid-up share capital of the company can request an
extraordinary general meeting. This right ensures that minority shareholders have a platform to voice
their concerns and propose resolutions on critical issues affecting the company.

6. Right to Dividends

If the company declares dividends, all shareholders, including minority shareholders, are entitled to
receive their proportionate share. The declaration and distribution of dividends must comply with the
company's articles of association and the Companies Law, ensuring that profits are fairly distributed
among all shareholders.

Judicial Intervention

Cyprus courts play a pivotal role in protecting minority shareholders. They are empowered to intervene
in cases of misconduct, mismanagement, or actions prejudicial to the interests of minority shareholders.
The courts can order various remedies, including:

- Injunctions: To prevent further harmful actions by the majority shareholders or directors.

- Rectification of the Register: To correct any wrongful entries that adversely affect minority
shareholders.

- Winding Up on Just and Equitable Grounds: In extreme cases, minority shareholders can petition for
the winding up of the company if it is just and equitable to do so, providing a final remedy against
oppressive behavior.

Conclusion

The protection of minority shareholders is a fundamental aspect of corporate governance in Cyprus. The
legal framework under the Companies Law, supplemented by EU regulations and judicial oversight,
provides robust mechanisms to ensure that minority shareholders' rights are safeguarded. These
protections not only promote fairness and equity but also enhance investor confidence, making Cyprus
an attractive jurisdiction for business and investment.

Minority shareholders in Cyprus can rest assured that the law is on their side, providing various avenues
to address grievances and ensure their voices are heard within the corporate structure.

For further information or clarifications, please contact S. Constantinou & Associates LLC at
info@sclaw.com.cy / +357 22 421190
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